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AMEMBASSY LONDON 
AMEMBASSY PARIS 
AMEMBASSY ROME 
AMCONSUL ZURICH POUCH 

UNCLAS BERN 4247 

USMTN ALSO FOR MISSION 
US OECD ALSO FOR EMBASSY 
PASS REAS & FRB 

EO 11652: N/A 
TAGS: EFIN, SZ 

SUB J : SWISS FINANCIAL REVIEW: WEEK AUGUST 21-25, 1978 

1 . SUMMARY: DOLLAR STRENGTHENED THROUGHOUT THE RE- 
PORTING WEEK. GOLD RETREATED BELOW 

200 DOLS. DOMESTIC MARKET QUITE LIQUID; NUMEROUS 
PRESS REPORTS OF SENSITIVITY OF SWISS EXPORT INDUSTRY 
TO APPRECIATION OF SF BUT LITTLE LIKELIHOOD OF PRO- 
TECTIONIST MEASURES OR ADDITIONAL EXCHANGE MARKET 
ACTIONS. END SUMMARY. 

2. FOREX GOLD: DOLLAR EVIDENCED GRADUAL STRENGTHE- 
NING TREND THROUGHOUT THE WEEK, BOUYED ACCORDING TO 
DEALERS PRIMARILY BY INTEREST RATE DEVELOPMENTS IN THE 
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US, ENCOURAGING REPORTS REGARDING U.S. ENERGY POLICY 
AND ANNOUNCEMENT OF TREASURY'S PLANNED INCREASE IN 
GOLD AUCTIONS. CURRENCY TRADING MUCH QUIETER THAN 
IN PREVIOUS WEEKS. GOLD CLOSED DOWN 6.25 DOLS FROM 
MONDAY, 13. DOLS FROM FRIDAY A WEEK AGO AT 198.75 
DOLS. RATES FOLLOW: 

8/21 (OPEN) 8/25 (CLOSE) 
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SPOT DOLLAR 1.6490 1.6780 

FORWARD DISCOUNTS 
(PCT PER ANNUM) 


L MONTH 

8.84 

8.72 

2 MONTHS 

8.16 

8.01 

3 MONTHS 

8.22 

7.84 

6 MONTHS 

7.87 

7.57 

12 MONTHS 

7.49 

7.30 

SF/DM 

82.45 

82.72 


GOLD 205 198.75 

3. CAPITAL AND MONEY MARKETS: 

(A) ACCORDING TO FINANCIAL PRESS, ZURICH STOCK 
MARKET EFFECTED DURING THE WEEK BY A HESITANT ATTITUDE 
ON PART OF INVESTORS DUE TO UNCERTAINTY ON FOREIGN 
EXCHANGE MARKETS. SKA INDEX CLOSED UP 1.3 POINTS AT 
257.8. AVERAGE YIELD ON CONFEDERATION BONDS DECLINED 
TO 3.31. THREE-MONTH EUROFRANC RATE INCREASED TO 

5/8 PCT, 12 MONTH RATE UP SHARPLY OVER THE WEEK AT 
1 3/4 PCT. MARKET LIQUIDITY INCREASING: CURRENCY 
IN CIRCULATION EXPANDED AN ADDITIONAL SF 45.9 
MILLION OVER THE PREVIOUS WEEK TO SF 18.9 BILLION, 

CLEARING ACCOUNTS OF BANKS, COMMERCIAL FIRMS AND 
INDUSTRY WITH THE SNB INCREASED MORE THAN SF 445 
MILLION TO SF 8.3 BILLION, AND OTHER SIGHT DEPOSITS 
INCREASED SF 20.9 MILLION TO SF 3.7 BILLION. 

(B) THE SIZABLE INCREASE IN LIQUIDITY IN THE PAST 
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SEVERAL WEEKS CONTRIBUTED TO THE FULL SUBSCRIPTION TO THE 
WORLD BANK'S SF 250 MILLION, 4 1/2 PCT BOND ISSUE ON THE 
SWISS CAPITAL MARKET. THERE WAS ALSO HEAVY DEMAND 
FOR THE SF 70 MILLION BOND ISSUE OF CHASE MANHATTAN 
OVERSEAS (INTEREST RATE: 4; MATURITY: 1993). THIS 
IS THE SECOND TIME DURING THE CURRENT YEAR THAT A 
LARGE AMERICAN BANK HAS TAPPED THE SWISS CAPITAL MAR- 
KET (CITICORP'S SF 130 MILLION ISSUE WAS THE OTHER). 

4. FEDERAL COUNCIL RE. EUROPEAN MONETARY UNION FINAN- 
CIAL PRESS CONTINUES TO CARRY OCCASIONAL ARTICLES 
HIGHLIGHTING THE GENERALLY OPEN-MINDED YET CAUTIOUS 
ATTITUDE THE FEDERAL COUNCIL AND THE SWISS NATIONAL 
BANK MAINTAIN TOWARD THE PROPOSAL TO CREATE A MORE 
UNIFIED EUROPEAN MONETARY SYSTEM. IN A POSITION 
STATEMENT THIS WEEK THE COUNCIL AGAIN EXPRESSED 

ITS INTEREST IN CLEARLY IDENTIFYING THE IMPACT 
THE PROPOSED SYSTEM WILL HAVE ON PARTICIPATING MEMBERS 
STATES AND THIRD COUNTRIES AND ITS DESIRE TO RECEIVE 
THE DETAILS OF THE PROPOSAL AND TO STUDY THE SUBJECT 
IN DEPTH. 

5. PROTECTIONIST TRADE MEASURES UNLIKELY ACCORDING 
TO SWISS BANK CORPORATION. MARKET OPINION 
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REPORT BY SBC STATES THERE IS LITTLE LIKELIHOOD THAT PRO- 
TECTIONIST TRADE MEASURES OR ADDITIONAL RESTRICTIVE 
FOREIGN EXCHANGE RELATED ACTIONS WILL BE IMPOSED 
BY THE SWISS DESPITE THE SHARP APPRECIATION OF THE 
SF IN THE PAST FEW MONTHS. THE BANK CONTENDS 
THAT THE SNB WILL ENDEAVOR TO MAINTAIN CONDITIONS 
OF HIGH LIQUIDITY IN THE MARKET WHICH SHOULD PROVIDE 
GENERALLY FAVORABLE CONDITIONS FOR THE DOMESTIC 
CAPITAL AND STOCK MARKETS. 

6. NEVERTHELESS, A NUMBER OF PRESS REPORTS DURING 
THE WEEK HIGHLIGHTED PUBLIC SENSITIVITY TO THE 
IMPACT OF SF APPRECIATION ON THE NATION S EXPORT 
DEPENDENT INDUSTRIES. OFFICIAL REACTION TO THIS 
SENSITIVITY FOUND EXPRESSION IN THE JOINT FEDERAL 
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COUNCIL - NATIONAL BANK MEETING LAST WEEK CONCER- 
NING MONETARY AND FOREIGN EXCHANGE MATTERS WHICH 
ESTABLISHED A WORKING GROUP ON EXPORT PROMOTION AND OTHER 
ISSUES RELATED TO FOREIGN ECONOMIE POLICY UNDER THE 
DIRECTION OF AMBASSADOR PAUL JOLLES, DIRECTOR OF FOREIGN 
TRADE IN THE ECONOMICS DEPARTMENT. TWO OTHER GROUPS WERE 
ALSO ESTABLISHED: ONE UNDER PIERRE LANGUETIN, 

GENERAL DIRECTOR OF THE SNB TO ADDRESS INTERNATIONAL 
MONETARY ISSUES AND ANOTHER TO STUDY THE DOMESTIC 
ECONOMY AND EMPLOYMENT. SHORTENED WORKING HOURS 
HAVE BEEN REGISTERED IN A NUMBER OF INDUSTRIES 
HEAVILY DEPENDENT ON EXPORTS AND THERE ARE PRESS 
REPORTS OF FURTHER REDUCTIONS IN HOURS IN PROSPECT. SWISS 
TRADE DATA FOR JULY IN WHICH NUMEROUS BRANCHES OF 
THE EXPORT INDUSTRY REGISTERED REDUCED SALES (IN 
VALUE TERMS IN COMPARISON TO THE SAME MONTH LAST 
YEAR DID LITTLE TO LIFT SPIRITS. 

B CROWLEY 
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NNN 
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